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i.Iany  ,7enur:tliacitiono  l»^ve  been  uttered  in  the  Unitcu  Statoa  iii  tiiS 
pr.,ot  tor.  yc^rc  ccuceri-in;^  the  relation  between  agriculture  aiad  businer,s. 

The  noGt  c«j::uiioii  ^cn^ji'dlisution  i;>  ti  t  thu  national  welfare  depends  upon 

a{,Ti cultural  prosperity.    Anotnai"  vicv*,  uot  i^z  coanonly  e;:pressod  but 
probably  as  widely  held  is  that  agriculture  has  already  declined  to  a 
point  whoro  it  is  no  longer  a  major  factor  in  our  highly  industrialized 
economy.     It  is  tn^r  j.>v»rposc  of  this  2">aper  to  rjrosent  certain  selected 
facts  bearing  on  the  cor.plox  economic  int'^rdopendence  of  agriculture  and 
business  in  the  United  Lt^',tcs  -.mioii  ^        ri^c  to  ti.*cse  diverse  viev/s. 

These  faotti,  nc  bhr*ll  iiuu,  i;»dic^to  first,  that  the  prosperity 
of  only  certain  industries  is  intimately  dependent  on  the  farmers  fi- 
nancial condition  and  that  the  v/elfaro  of  other  industries  is  dependent 
more  on  the  farmer's  output  t;.^j.  on  his  income;  second,  that  the  varia- 
tions in  the  industrial  and  financial  activity  of  the  country  arc  real 
and  important  elements  in  the  farmers  well  being;  and  third,  that  the 
factors  that    m.ako  for  agricultural  depressions,  particularly  overpro- 
duction, may  have  a  temporary  stimulating  effect  on  national  prosperity 
and  the  factors  v/hich  give  the  appearance  of  agricultural  prosperity  such 
as  relatively  high  farm  product  prices,  may  lielp  to  bring  3,n  industrial 
depression. 

Out  Of  tnc  processes  of  farm  ^-roduction,  arises  one  sot  of  interre- 
lationships between  farmers  and  those  industries  \/iuch  supply  certain 
goods  and  services, euch  as  fertilizer,  feed,  equipment  and  credit.  An- 
other sot  arises  from  the  process  of  orxhanging  the  farmers  net  income  for 
the  necessaries  of  life  such  as  food,  clothing  and  household  goods.  Lany 
of  ttiu;.e  enterprises  went  to  pieces  when  the  great  price  deflation  and 
business  depression  of  1920-21,  reduced  the  agricultural  cash  income  in 
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tho  Uuitt^cL  Lt  -.tor  froiu         v-ry  high  level  of  uo-.r!;'  IG  billion  dollars 
in  1919-20  to  only  7  billion  in  lt.'21-22.    Linco  t.-'-sii,        ..u  ^Lall  iOOii^t 
out  orosentl;-,  tacso  industries  have  sliarou  in  the  :it,ricultural  iraprove- 
Eont  and  in  the  year  to  year  variations  in  lam  incono. 

For  tiic  re  juiu.  f«x  t.iC  u.-^  ^iiiwd  ii.dur.tries  and  interests  -./hich 
supply  agriculturo  v/ith  cornr.odities  and  services  for  use  uoth  in  pro- 
duction and  in  farm  honie,  it  nay  be  said  v/ithcut  cual if ica,ticn  that  their 
-.volfaro  rises  and  falls  v/ith  the  ups  and  down^;  in  tlic  famers'  buying 
pu'-.-cr  • 

lu  the  r--.rKv;oiiio  of         f^r-.cr's  prC'^uct  i.ioro  c-rc*  <...^,^odL  a  number 
of  enterprises  v/hic'i,  unlike  those  already  referred  to,  do  not  depend 
directly  on  the  fanners  buying  power,  but  rather  on  the  volume  of  his 
production.    kr\oii.i:  tncse   tro  t.iC  (^j^i^ir.j  ^i^Qvators  and  v/arehouses ,  the 
railroads,  the  cor.^nissicn  nen,  fne  cpeculativo  exchant,es,  fao  flour 
mills,  the  packing  houses,  the  CL>tton  uillr,  thu  v;holcsalors,  retail- 
ors and  exporters.    It  is   i    cii-jVc:.!  ciai^r -.otv-ri^-tic  of  those  intermediaries 
botwoon  the  farmer  and  the  consumer  that  it  is  to  their  interests  primarily 
to  handle  as  large  a  volume  of  traffic  as  possible.    O-i.,'  inci'.i.cntulAy  j.x'c 
viis-^  co».c>;i'i-Gd  -..'ith  the  farmers  prices  or  the  farmers'  finiu-ciai  rco.arus 
fv/r  lo^r^jG  cr^^j.     In  fact,  for  £.c:;e,  jvj,j:wioul-»i'j.^  wuC.  ^r>;CijwCrs  of  farm 
products,  or  manufacturers  .vhosc  ra\/  materials  aro  partly  agricultural, 
there  is  a  distinct  advantage  in  low  agricultural  jjriccs  .and  large  volume. 
Illuc>trativu  of  Li-ot,o  t^-^^i"^!  facts  v/c  sha,ll  find  that  in  the  past  decade 
agriculture  has  in  certain  years  contributed  substantially  to.vard  the 
maintenance  of  industrial  activity  :,ltl:Ough  receiving  for  that  contribu- 
tion a  niggardly  reward. 

In  :;w.ditiea  tu  ii.uac  ii^v^oi^trie s  v/hosc  interests  are  promoted  by 
largo  output  at  lc\i  prices  and  adversely  affected  by  small  output  at  hi^ 
prices,  there  are  all  of  the  other  enterprises  and  cor.sumers  in  general 
v;ho  benefit  from  abundant  food  -jcA  clothing  materials  at  lev;  prices,  for 
relatively  low  living  costs  release  a  greater  share  of  Ci^nsumers  incomio 
for  the  products  of  agriculture.     Ill  .etr  aii^o  i-et,  it  -.vill  bo 

pointed  out  that  the  relatively  lav  agricultural  prices  of  the  first 
half  of  the  post  v/ar  period  v;hich  contributed  tov/.^rd  our  recent  prosperi- 
ty v.'cro  succeeded  by  relatively  high  '.ig-ricultural  i.rices  as  a  result  of  a 
rise  in  agricultural  prices  and  of  a  decline  in  non- agricultural  prices. 
Tais  re'l'itivc  ri^e  in  a^jricultural  prices  appears  to  have  m.arked  an  end 
of  a  period  of  i^rospority  just  as  similar  shifts  aj^pear  to  have  done  in 
the  past  55  years. 

In  luu  .-<^rieuii*ov*r-z.l-w.._incss  interrelationships  v;c  have  not  only 
the  dependence  of  some  on  tlie  farmer's  inco;r.(  ,  an-.i  wx"  wluci'o  wi*  .lio 
cut^-ut,  but  also  the  reverse,  the  dependence  of  agriculture  on  general 
industrial  prosperity,    r'er,  iuabi.uuu  -.ic-  t.*^  -ui^i       our  farm,  ^reduction 
is  sold  in  the  Unite**  States,  int.-  ow..wwitiwn  of  the  domestic  r.ark;et,  or 
rather  the  buying  pov/er  of  cun':rjr.ers  as  a  v/hcle  is  a  factor  in  the  farmers 
prices  -and  incom.e.  The  farm^jr        ew^.a-rnod  -./ith  the  dcmestic  demand  for  his 
products  just  as  certain  industries  arc  concerned  -wjith  the  farm  demand  for 
their  goods.  Pui-tiicriu^re,  ii^vU- trial  conditions  affect  the  prices  of  ^oods 
and  services  jhich  farr.ers  buy  for  use  on  tlie  farm  cr  in  the  farm  home. 
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Thc  offbctci  x^f  E,oi.cr...l  "w>u^iiicr>s  activity'  on  the  farmers  ;jross  income 
cperatinr;  through  the  condition  of  dcmcctic  demand  were  most  drastically 

felt  in  1920-21  and  in  192y-30.     In  t:;C'jc  ^>^'ix^...^   r^;  tuere  v/cre  r. omo 

offsetting  influences  such  as  lower  farm  v/agos  brought  aliout  by  large 
numbers  of  unemployed  socking  jobs  on  the  farms  and  lower  prices  of  goods 
bought  by  farmers.    But  trc^  u.iVc  lyuor.       :-iiis,r  i^i>crt-i.ce  com.pared  with 
the  effects  of  business  degressions  on  arricultural  incomes. 

Let  us  new  e:-:an:anc  tl^o  I'.-cti  ....ich  „ive  rise  to  these  conclusions: 

I. 

The  doponau'auq  ^£  cortj.iu  iuduotx-ic!:,        .^.ricultural  income  can 
readily  be  illuctrateu  \;ith  data  relating  to  the  fertilizer,  farm  imple- 
ment and  autoaobile  industries  as  representative  of  those  v/ho  sell  goods 
for  use  in  farm,  production^ 

The  income  from  farm  production  in  any  given  year  in  a  largo  measure 
detcrmdncs  purchases  in  the  following  season.     Stated  differently,  farmers 
tend  to  buy  on  the  basis  of  incor.e  already  earned  rather  than  on  prosi^ec- 
tivc  incom.'.^s.    The  fertilizer  industry  finds  the  farmer  a  good  jjruspoct  ur 
a  poor  one  depending  on  what  the  harvest  has  brought.    This  is  obvious  when 
the  annual  gross  r.oncy  incL,mc  frtm  tlie  cotton  cr^ps  arc  com.pared  with  the 
fcllcwing  years  expenditures  for  fertilizer  by  farmers  in  trio  cotton  states. 
The  unusually  high  farm,  returns  cf  1919  brought  unusually  high  expenditures 
for  f-,  rtilizer  in  1920  and  the  greatly  reduced  incomes  fr^m  1921  and  192^: 
crops  resulted  in  greatly  reduced  fertilizer  purci:r,::oD  lii  13kZ  c.nii  I'Jti? 
respectively.    On  the  average  fertilizer  expenditures  in  the  South  ami^unt 
to  about  one-tenth  of  the  cash  income  fr^r,  the  cotton  crop.   (See  fig.  1] 

Similarly  a  part  of  the  farm  implement  industry  is  dependent  on  the 
returns  from  the  grain  cr>.ps.     Since  1921  for  example,  there  has  been 
a  very  high  correspondence  between  the  incunc  from  the  grain  harvest  of 
one  year  with  the  deliveries  of  farm,  im.pl ements  and  vehicles  in  the  ful- 
lovv'ir^  year. 

Purchases  of  autcmcbiles  and  trucks  by  farmers  have  also  in  recent 
years  reflected  farm  incomes .     In  the  past  10  years  there  has  been  a 
m.arked  increase  in  the  number  of  automobiles  and  trucks  on  farr.s  v/hich 
has  been  grea.ter  than  the  improvement  in  farm  incom.e.    Although  the  pro- 
cess of  m.echanization  has  gone  on  at  a  very  rapid  rate,  the  rates  have 
been  accelerated  in  years  of  go^d  incomes,  and  retarded  in  years  re- 
duced incor.os.    Thus,  after  the  im.proved  returns  from,  the  1924  and  1925 
farm  production  there  \/as  a  greater  increase  in  automobiles  and  trucks 
on  farris  at  tlie  end  of  the  year  than  after  the  reduced  inc^m.os  of  1926 
and  1929.     (See  fig.  2] 

Such  direct  influences  of  farm-  income  un  the  industries  irar.:ediately 
concerned  \/ith  the  farm  m.arket,  represent  also  indirect  effects  vn  others 
not  in  direct  contact  \/ith  agriculture.    F^r  example,  the  activity  of  the 
fann  machinery  industry,  resting  as  it  does  largely  cn  the  m^ncy  income 
of  domestic  agriculture,  determines  the  earnings  of  its  employees  who 
in  turn  aro  the  consumers  ^f  products  of  other  industries.    A  similar 
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indircct  effect  of  ycncral  business  is  passed  on  by  those  enterprises 
engaged  in  handling,     financing,  packing,  billing  and  e::pc;rting  the 
annual  farm  output,  for  on  then  depend  roany  other  industries. 

Still  another  indirect  effect  on  general  business,  agriculture  ex- 
erts through  its  influence  on  the  cost  of  food  and  clotiiing  of  the  city 
as  v/ell  as  country  consuncrs,  for  the  narket  fcr  non-agricultural  goods 
is  increased  as  the  share  ^.f  the  consumer's  income  spent-  for  fi^od  and 
clothing  is  reduced,  and  contracted  v/hen  higher  ag'ricultural  prices 
require  a  larger  portion  of  the  Cvns^^ners  budget  for  food  and  clothing. 
Alth.:ugh  this  indirect  influence  on  business  is  too  complex  for  quanti- 
tative measurement,  its  importance  can  be  sensed  from  the  fact  that 
about  half  of  the  m.;,noy  value  of  retail  trade  carried  on  in  the  largo 
cities  of  the  east  and  v/est  is  in  agricultui'al  products  of  food  and 
clothing.    Assuming  a  total  volume  of  retail  trade  of  about  40  billion 
dollars  of  v;hich  food  represents  vnc-third,  a  rise  in  the  retail  level 
of  food  prices  of  10-15  per  cent  alone,  such  as  took  place  between 
1921-1523  and  1928-1929  represents  a  greater  contraction  in  purchasing 
power  for  non-agricultural  products  than  takes  place  in  the  c>.urse  of 
an  ordinary  business  dcprossiv^n  assuming  of  course  that  consumers  do 
not  curtail  the  quantities  they  purchase. 


II 

The  industries  engaged  in  the  distribution  and  processing  of  farm 
products    are  concerned  more  v/ith  the  volume  cf  farm  output  tjian  v/ith 
the  mv^ney  value  of  farm  income.     This  distinction  between  output  and  in- 
com.c  is  a  necessary  one  because  large  ^.utput  m,ay  or  may  not  mean  large 
incor.e.    A  large  crop  of  v;heat  may  bring  a  large  income  as,  for  cxar.ple, 
in  1924.    In  that  year  the  effect  on  both  the  industries  dependent  on 
the  farr.ers  income  and  those  dependent  on  the  volume  of  traffic  was 
identical.    Cr  a  large  crop  of  wheat  may  bring  a  low  income  as  it  did  in 
1928,  when  the  railroads  and  middle  men  only  were  favorably  affected. 
Largo  crops  of  potatoes  and  Cv.tton  usually  m.ean  sm»aller  inc^m.es  and  in 
tnoso  instances  the  effect  ^f  income  on  business  is  not  identical  v/ith 
the  effect  of  v^.lum.e. 

Among  the  distributers  ^f  farm  products  wh^se  prosperity  rises  and 
falls  with  farm  v,utput  rather  than  with  farm  income  the  railroads  may 
be  cited  as  the  outstanding  example.    Ordinarily,  with  freight  rates 
practically  unchanged  from,  year  to  year,  revenue  tends  tu  be  deterr.inod 
by  the  volume  of  traffic  handled.  In  the  10  years  fr^m  1920  to  1929  in- 
clusive the  mrkotings  '^f  farm,  products  have  been  relatively  hen,vy  in 
years  when  freight  from  other  sources  declined.    This  may  be  inferred 
from,  a  comparison  between  the  annual  variations  in  manufacturing  out- 
put and  in  cr^p  m.arketings  in  the  past  10  ye?,rs .     (See  fig.  5)  We 
find  hero  a  very  definite  inverse  c v^rrolation.     The  heaviest  movement 
of  farm  products  occurred  in  1921,  1922,  1924,  1927  and  1926.    From  the 
standpoint  of  transportation  and  industry,  these  largo  volumes  v/ero 
well  timed  for  in  these  years  they  served  as  partial  offsets  to  business 
activity  belov;  norr.al.    Sir.ilarly  the   lighter  movem.cnt  of  farm  products 
in  1920,  1923,  1925  and  1929  coincided  with  business  activity  above 
norr.al. 


Indexes  of  Crop  Marketings  and  of  Factory  Production 

1919-1929 

FACTORY 


1919  1921  1923  1925  1927  1929  1931 


Figure  3  -  In  the  post-war  period  1920-1929,  the  volume  of 

CROP    MARKETINGS    HAS    BEEN   ABOVE    NORMAL    (tREND)     IN    YEARS    WHEN  FAC- 
TORY   PRODUCTION    WAS    BELOW    NORMAL,    AND    VICE    VERSA.  PARTICULARLY 
IN    1921    AND    1922    AGRICULTURE    CONTRIBUTED   LARGE    PHYSICAL  VOLUME 
TO    INDUSTRIAL   ACTIVITY    ALTHOUGH    ITS    PURCHASIHC    POWER    WAS  GREATLY 
REDUCED 
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Thc  phyeical  contribution  ;,f  a^jric-ulLuru  t^.  the  bi'sinosc  cycle  in 
recent  yc'irs  r..  i,-'  bo  further  wbS'..rvoc  by  uif icrortiiaing  betvcon  th^GC 
r.'onuf acturinL'  induGtrics  which  use  agriculture  ^jad  th>^5c  -..-iiich  ucc  n^n- 
agricultural  products.    If  in  the  f^rr.or        include  tho  tcxtil'^,  feed  ind 
leather  induc-trioc  and  in  the  latt'-r  cuch  basic  industries  as  iron  and 
stool,  autcr.v;bilcs,  ccr.cnt,  etc.,  r.arlrcdly  different  fluctuations  shcv;  up. 
(See    Fig.  4).        The  latter  gr^up  appears  t^-  be  the  ^.ne  v/hich  ^ives  snapo 
tc.  the  groat  depressiv.n  cf  1921,  the  sharp  depression  .f  l^JVA  and  l^Z^  and 
the  nedcrato  depression  vf  1927.    Th„  gr^up  cf  industries  usini,-  .  rganic 
naterials  ",;as  tiie  first  t^  c::periencc  the  doprossi>.n  v^f  1920,  but  alsc  tho 
first  tv  recv^vcr.     In  fact,  in  the  years  1919  tv.  1924  tho  fluctuation  in 
this  gr.up  tended  t.  precede  the  f luctuatiens  in  the  latter,  but  net  since 
then.    In  1927  the  agricultural  ..r  ergmic  grvup  >.f  industries  v/crc  rela- 
tively ir..ro  active,  but  in  the  first  half  .f  lySO  loss  active. 

Ar.^ng  the  c rganic  cr  agricultural  industries  the  cetten  te::tilcs 
industry  is  unique.    It  stands  bet-..'ecn  agriculture  and  ^thcr  industries 
being  affected  at  tir.:os  nicStly  by  vno  ^r  tho  ether.    Usually  cetten  rail 
activity  reflects  general  b^isiness  activity  and  the  industrial  dcr.and  for 
c^-ttvin.       en:ctir.:cs ,  h^'.vovrr,  it  is  d.,r.unatod  by  the  supply  er  price  .f 
Cotton.    In  the  eleven  years  1919-1929  there  have  been  tv/e  years  ef  very 
le-v/  cett;.n  prices,  1920  m-A  1926.     Beth  ef  these  situations  created  rather 
v/ido  pr>.fit  nargins  f^r  the  r.anuf acturcrs  and  thus  reflected  its^-lf  in  a 
great  expansion  in  cetten  r.ill  activity.     (Sec  ?ig.  5,  ri^ht  half).  Tae 
net  infl-aencc  ^f  the  le;;  prices  paid  f^r  the  1^29  orcp  was  t^  stie.ulate  an 
increase  in  cetten  mill  c^nsumptiv-n  by  .;,bk.ut  2b  per  cent  in  the  calendar 
year  >„f  1921,  this  in  the  f..co  ;,f  generally  doclinixig  business  activity. 
In  1926,  the  cetten  gr^-.vers,  partly  by  intontii^n,  partly  by  the  aid  of 
nature  produced  the  largest  crep  en  rec>.rd.    Lacking  a  i-r^per  ^rganizatien 
fv,r  tho  handliiig  ef  the  crv^p,  farr.ers  r.iarkoted  as  usual,  unlcao*.ing  a  vu-ry 
large  perti^n  of  t'nis  large  cr^p  .nt*.  tho  spet  rear^cts  during  the  few 
v.'intor  r...r.t]is  ^f  lti2b  with  disastrous  effects  on  prices.    V/hon  prices  liad 
g,;nc  lew  and  r.ills  had  stacked  up       cheap  cetten,  they  gave  such  an 
iupetus  te  the  tortile  industry  that  it  reached  rec.rd  levels  in  the  surrmer 
..f  l-j'27.     This  tv.»  teok  place  in  the  face  ^f  declining  business  activity. 
The  net  influei;co  cf  tho  l^-w  price  of  c^tt^n  in  1926  -./as  an  increase  in 
c-nsurption  cf  ab.ut  20  per  cent  in  1927.    In  both  ^f  these  situations  -f  1:^21 
and  1926  it  r.ay  be  argued  that  the  pliffnt  vf  tho  Cotti  n  famor  ter.pc.rarily 
helped  the  tortile  and  ether  assvciatod  inuustrics.     Qn  the  ^th^  r  hand  the 
vor^''  lv..w  r*.  turns  te  the  grcwcrs  naturaHy  reduced  the  arevunt  ^f  business 
do  no  by  the  fertilizer  industry  and  by  others  catering  t.  the  farn:  rearket 
in  the  Seuth. 

In  this  chain  ef  enterprises,  Concoiiied  chiefly  v;ith  liandlinr,  trans- 
Po-rting,  finat.cing,  processing,  o.nd  distributing  fam  preducts  t^  Cv.nsur.crs, 
tiioro  is  anethor  type  ef  enterprise  that  ri3,y  bo  said  te  h.ave  benefitted  at 
tir.cs  froP.  b^th  large  and  sr.all  farr.  ..utput.    This  is  the  group  of  enter- 
prises centering  around  tho  speculative  cerr.edity  c::changes,  c^tt^n,  grains, 
and  provisions.    They  embrace  n^t  . nly  th^fo  actually  engaged  in  future 
trading,  but  als:.  the  nany  allied  activities  that  derive  support  fren  tho 
Vvluro  vf  trading'  in  the  exchanges,  as  fer  e::ar.ple,  brvdccrage  concerns  and 


Z 

UJ 

O 
cr 


1 

— E 

— E 

4 

— E 

- 

1 

• 

— E 

ZD 

b 

U 

QC 
< 

•  ^ 

— 

— E 

slON 

1 

J  RAL 

-< 

— E 

CULTl 

• 

— E 

1 

AGRI 

001 « 

— E 

1 

23-1925 

^^^^^  1 

*  — = 
»  — 

*• 

1 



< 


CO 


< 

z 
< 


1  CM 

2  <T) 


< 

^  CD 


< 

^  o) 

< 

>  CD 

^  cn 


o 


O 


2  8 


o 

CD 


O 
CO 


O 


o 


o 
in 


o 


OsJ 


< 

h 

ZD 
-) 

Z 
< 

h 

3 
-) 

2 
< 

>i 

-) 
2 
< 


< 

< 

>  o 

z 
< 

-J 

>i 

z 
< 

-5 


<0 


3 

O  jw 
Uj  to 


• 

< 

< 

Cvj 

o 

QC 

<r  cr>  o 

a: 

t- 

u 

—  2 

< 

W 

>- 

D 

< 

O  Z 

z 

o 

z  - 

z 

<  < 

o 

5 

1- 

o 

<  cr>  « 

ir 

—  3 

C5 

z 

z 

— 

— 

(0 

< 

UJ 

a 

3 

cr 

z  tc 

z 

3 

UJ  tiJ 

u 

CO 

H 

UJ  3 

1- 

_l 

— 

3 

1-  <fl 

J 

cr 

O 

U  1- 

-1 

o 

a> 

(Q  o 

h- 

(K 

3 

t- 

o 

O 

Q.  O 

« 

< 

< 

3  O 

u. 

O  (£ 

UJ 

u. 

Z 

(3 

Ui 

o 

— 

OJ 

-J  < 

z 

3 

<  cr 

CO 

o 

—  3 

a 

(0 

cr  1- 

Ul 

(- 

UJ 

1-  _i 

X 

o 

— 

(0  3 

»- 

<r 

3  o 

o 

o 

o 

O  — 

o 

i- 

Z  K 

UJ 

tt 

o 

—  o 

z 

0. 

< 

< 

UJ 

z 

I  C3 

UJ 

— 

t~  Z 

—1 

O 

~ 

V) 

Z  CO 

X 

z 

111 

o 

tn 

— 

c 

z 

UJ  u 

<0 

< 

C5  - 

U 

z  tr 

z 

1- 

Z 

<  o 

O 

< 

I 

(0 

I 

o  o 

3 

_J 

h- 

< 

ffi 

L. 

UJ  u. 

ir 

z 

u. 

tiJ 

u 

K  « 

o 

I 

h- 

< 

uj  c\j 

_l 

O 

Q  (Ti 

u 

a: 

Ul  — 

> 

OJ 

u 

UJ 

U  Q 

-1 

— 

z 

Li 

a.  < 

_l 

LJ 

UJ 

< 

O 

ffi 

o  — 

q: 

z 

H  CM 

UJ 

— 

UJ 

cr> 

2 

> 

o  — 

UJ 

< 

u 

1 

I 

z  « 

UJ 

w 

UJ  O 

z 

J 

K  O 

1- 

u 

< 

oc 

o:  IT 

z 

3 

UJ  Ul 

C9 

u 

t-  0. 

(0 

iZ 

< 

<  O 

IT 

-1  3 

o 

1- 

u 

o 

X  z  < 


9 


cr  Q 

UJ  z 

Q-  3 

01  P 


fM 


ID 
(\j 


LT) 


If) 


o 
I- 

Q 
u 


CD 
f\J 

■<5: 


bJ 

cr 


0] 


o 
I- 
I- 
o 
u 


>- 


o 

Q. 

(/) 
Z 

o 
u 


u 

< 

_l 

< 

tr 
h- 

Q 


Q 
Z 
< 

u 
u 

cr 
Q. 

t  ^ 

z 

3 


—  (b  — 

✓ 

> 

/ 

{ 

\ 

-* 

✓  \ 

Estimated 

r  ■  ■  ■■  -  1 

sumption 

— 
< 

< 

3 
3 
J 
C 

\ 

/ 

o 


o 
o 


(X) 


I 


o 


I 


00 
I 


o 
o 


CM 
I 


O 
CD 


O 

I 


o 

(NJ 


o 
o 


o 

(D 


O 
00 


O 


o 


O 
IT) 


O 
CO 
CD 


00 
CD 


to 

CD 


(NJ 


CM 
CNJ 
CD 


O 
CM 

cn 


o 

00 


isTrial  act, 

1 

^  1*1 

J 

c  -c; 

.o  o 

9-  -  y 

>• 

Consu 
lusted  for/. 

> 

1 

o 
CD 


00 
CM 
CD 


CM 
CD 


CM 
CD 


CM 
CM 
CD 


O 
CM 
CD 


O 


1 

1 

1 

z 

o 

(X  CO 

UJ 

o 

<  OJ 

or 

$ 

o 

o 

UJ  cr> 

"-^ 

z 

>- 

z 

—1 

z 

< 

o 

o 

tr 

Id 

t- 

CO 

< 

z 

X 

z 

Q 

o 

O 

h— 

O 

o 

Z'- 

O 

O 

UJ 

f- 

-1 

0. 

> 

z 

< 

o 

o 

D 

O 

z 

w 

z 

o 

Ul 

z 

ili 

o 

X 

o 

o 

QC 

o 

CO 

. 

z 

CO 

Ik 

o 

oc 

UJ 

o 

< 

o 

z 

oz 

Ik 

X 

r— 

h~ 

CL 

UJ 

CO 

(0 

O 

o 

o 

< 

UJ 

UJ 

UJ 

X 

_J 

O 

J_ 

CO 

Ji* 

z 

O 

< 

z 

**■ 

UJ 

r" 

o 

o 

o 

r~ 

UJ 

Z 

UJ 

c/) 

•N 
•J 

o 

>- 

z 

o 

z 

Ui 

X 

> 

UJ 

< 

CO 

o 

z 

X 

UJ 

1— 

Q. 

o 

UJ 

u. 

o 

Q 

X 

o 

UJ 

• 

 I 

UJ 

o 

CM 

o 

UJ 

UJ 

D 

o 

o 

h" 

w 

z 

l~ 

UJ 

— N 

C/5 

tr 

Q 

z 

"O 

z 

Q 

ul 

o 

O 

w 

h" 

z 

< 

o 

o 

z 

<r  CM 

o 

z 

O  CTi 

o 

u. 

r~ 

««0 

UJ  C\J 

to 

o  a> 

OC 

UJ 

mJ 

z 

< 

(0 

UJ 

UJ 

z 

o 

UJ 

> 

o 

z 

z 

o 

UJ 

1- 

IT 

Q. 

< 

UJ 

o 

o 

CO 

o 

Q 

z 

z 

UJ 

z 

< 

Ul 

w 

UJ 

1 

w  o 

< 

O  <M 

o 

Z 

_J 

q: 

o  • 

1 

o 

UJ 

o 

1-  o 

in 

I 

1-  o 

> 

UJ 

H 

o  — 

cr 

X 

z 

o 

UJ 

u 

1- 

z 

CO 

fy 

> 

o 

Z  J 

u. 

UJ 

-  < 

O 

< 

o 

Z 

o 

o 

UJ 

(0  cr 

u. 

w 

<n 

UJ  UJ 

h- 

u 

(- 

a 

O 

o 

0. 

2  in 

Ul 

s 

UJ 

<  CM 

_J 

q: 

X 

X  (7^ 

u. 

a 

1- 

o  — 

10 


2a:i>;s.     It  is,  ci  course,  \;ell  Knc./n  that  spoculativo  activity  thrives 
instability  an:I  that  thoy  v;h^cc  pr^fitc  arc  dt-rivci  fr*.r.  speculation  are 
usually  in  ^-ppcsiticn  tL  and  ^.ftijn  vcciftivus  critics        any  attempts  to 
gtiidc  Gc>-n.  r.ic  prc^ross,  ..ticther  agricultural  ^r  n^n-acricultural ,  r.cro 
nearly  aleng;  a  n^rr-al  course.    In  the  grain  or.chanrjos  uurinc  the  p^  st  v.'ar 
periwd  the  greatest  activity  cccurrod  in  the  years  cf  high  prices.  The 
very  hi^  prices  in  the  1924-25  seascn  produced  by  tho  snail  c..rn  crop  and 
again  the  high  prices  in  1927  and  1926  v/oro  accor.p.anicd  by  trading  in  c^rn 
futures  of  around  600  rdlli^n  bushels  per  r.cnth.    inuring  tho  periods  :-f 
l-'.ver  cm  prices  .f  1922,  1923  and  1926  the  Volume  of  trading  fell  t.  half 
that  level.    Similarly  in  the  v;hoat  market,  the  high  prices  of  1924-25  wore 
acconp.-miod  by  futures  trading  in  v/heat  in  excess  of  1,200  million  bushels 
per  r.onth  vr  more  th-on  tv/ice  the  size  vf  the  C'-Trj;';crcial  \/heat  crcp  ef  that 
year.    The  lev/or  prices  in  all  other  seasons  except  the  1929  season  '.;ere 
acCom.panicd  by  Cwiisiderably  lev/cr  Volumes  of  trading.     Tho  volume  cf  futures 
trn,ding  in  Cotten  has  also  risen  and  fallen  v/ith  the  nvajor  trends  in  the 
price  of  cctton.    As  Cotton  prices  roSe  from,  low  levels  of  li-'21  to  the  very 
high  levels  of  1^25  and  1924  and  dovm  again  tc  the  recent  levels  the  volume 
-f  cotton  futures  tradir^  rose  and  fell.    These  cor.T.-.ents  on  Cottcn,  v;heat 
and  com,  ^f  Coursc,  refer  only  t^  the  ma^or  trends  in  prices  and  in  futures 
tradir-g  :u2d  not  t^  the  short  time  m.  nthly  ^r  daily  fluctuations  v.^ioro  tho 
r.oVcr.ents  may  be  in  tho  sane  or  opposite  direction.     The  chief  point  is 
that  speculation  activity  thrives  on  price  fluctuations. 


Ill 

The  v/ays  in  v.'hich  business  Conditions  exert  their  influence  on  farm, 
pro sperity    p.re  perhaps  m.oro  ccr:plicatod  than  the  relations  that  have  been 
discussed  so  far.     If  under  the  general  heading  of  "business  conditions" 
■.70  include  monetary  c.nditiv.ns,  and  credit  policies  ^f  brinks  '-/hich  are  in- 
timately related  to  business  activity,  to  speculation,  in  Commodities  and 
securities,  to  the  buying  pov/er  ^f  m^^ney  in  relation  to  goods,  to  foreign 
trade  in  Am.erican  products,  the  interrelations  bctv/eon  business  and  agri- 
culture are  hopelessly  inextricable  except  f ^ r  tho  purposes  of  theoretical 
discussion.    Statistically  and  quantitatively  the  play  of  these  g'_neral 
dom.ostic  and  international  ccn-r.ic  f.-rccs  on  agriculture  is  not  readily 
measurable,  as  v/as  v/cll  illustrated  in  tho  discussion  that  follov/ed  the 
papers  by  Llessrs.  Enfield,  Lloyd  and  V/arron,  last  v/eoic.    V/e  shall  not  at- 
tem.pt  to  add  to  their  stater^ents  on  tho  effects  of  L'ational  and  Internation- 
al m.L-nctary  c.  nditi^^ns  on  agricultural  prices  and  inc.m.cs. 

However,  it  m.ay  be  helpful  to  ex-mine  certain  facts  in  which  the 
influences  of  business  on  agriculture  m.ay  reasonably  be  expected  to  show 
up. 

Examining  first  the  m.ovements  of  agricultural  prices  in  general 
since  1919  and  noting  the  similarity  in  the  behavior  of  agricultural  and 
ether  prices  in  the  period  of  inflation  in  lyl9  in  the  two  periods  of  de- 
flation in  1920-21  and  1929-30,  it  is  clear  that  agricultural  prices  have 
shared  in  the  effects  of  international  and  domiOEtic  credit  policies  and 
business  conditions,     in  fact,  they  api:>ear  to  have  bomie  som.ov/hat  more 
than  their  share,  both  in  these  periods  of  rapidly  falling  prices  and  in 


the  intcrvoninc  periods  of  risia^  prices.    So  far,  it  lias  not  been  foa.siblo 
to  dGtcrmino  the  o:^:tont  to  v/iiich  the  greater  variability  in  agricultural 
prices  has  been  due  to  variations  in  production  and  to  variations  in 
business  and  financial  conditions.     In  contrast  to  the  behavior  of  other 
prices  since  1921,  there  arc  two  outstandin^i  features:     The  trend  of 
agricultural  prices  has  boon  up./ard  botwoen  1922  and  1929,  v/hilc  the 
trend  in  other  prices  has  boon  da;;nRvard  during  this  period;     and  tlie 
short  tir;G  cycles  in  agricultural  prices  have  been  on  the  v/hole  more 
pronounced  than  the  non- agricultural ,  particularly  during  the  course  of 
the  two  business  cycles  from  1924  to  1927  and  from  1927  to  1930.     In  the 
period  li;21  to  1924,  both  agricultural  and  non-agricultural  prices  re- 
flected the  changes  in  business  conditions,  but  the  non- agricultural 
price  cycle  was  much  more  pronounced,  largely  because  of  a  relative 
scarcity  of  industrial  products  compared  v/ith  surpluses  of  agricultural 
products.    Since  then  the  more  rapid  increase  in  industrial  production 
relative  to  the  volume  of  agricultural  production  appears  to  bo  one  of 
the  chief  reasons  for  the  declining  trend  in  non- agricultural  prices. 

Food  prices  particularly  have  reflected  in  a  largo  measure  the 
recent  fluctuations  in  business  activity  and  the  buying  power  of  con- 
sumers.   The  combination  of  greatly  reduced  earnings  and  increased 
farm  marketings  resulted  in  very  low  food  prices  (meats,  and  dairy 
products)  in  the  early  m.onths  of  1922.     (See  Fig.  6).    The  subsequent 
expansion  in  consumer  buying  power  and  its  decline  in  1924,  another  ex- 
pansion in  1925  and  decline  in  1927,  and  also  the  expansion  in  1928  and 
the  decline  in  1930  are  all  reflected  in  the  aggregate  changes  in  food 
prices,  though  the  correspondence  is  far  from  exact.    Tl*o  submerged 
food  price  cycle  of  1921-1924  as  already  indicated  was  the  result  of  very 
large  supplies.    A  more  rapid  rise  in  1928  was  due  to  the  great  cattle 
shortage  and  greater  decline  in  1927  appears  to  have  reflected  a  re- 
duced foreign  demand  and  a  reduced  demand  in  the  Southern  Sto.tus  fol- 
lowing the  unprofitable  cotton  crop  of  1926. 

Another  indication  of  the  effect  of  changes  in  the  buying  power  of 
consum.ers  lies  in  a  comparison  between  changes  in  annual  factory  j)ay 
rolls  and  faiT.:orE  cash  income  from  the  sale  of  livestock  95  per  cent  of 
which  is  usually  cons'.iniod  in  the  dom.ostic  markets.     (See  fig.  7].  Since 
1923  there  has  been  a  fair  correspondence  betv/eon  factory  payroll 
variations  and  farm  income  from  livestock  sales,  and  since  the  aggro- 
gate  quaiatitios  of  livestock  m.arketed  annually  have  boon  practically 
constant  since  1924,  the  variations  in  farm^  cash  income  may  be  taken 
to  reflect  the  ch-mgos  in  the  buying  jjowor  of  consumers  and  in  the 
amiounts  that  packers  and  dealers  have  been  able  to  pay  farmers.  In 
these  seven  years  the  annual  cash  returns  to  livestock  i^roducers 
have  varied  somewliat  more  than  factory  payrolls. 

Other  studies  in  the  response  of  prices  of  individual  comr;.odit ies 
such  as  cattle,  hogs,  sheep,  potatoes,  truck  crops,  cotton,  butter  and 
eggs,  to  ch-mgos  in  business  coiiditions  also  reveal  the  effects  of 
changes  in  consumer  buying  pov/cr.     Tiiere  are  of  course  differences  in 
the  degree  of  response.    The  price  of  hogs  for  example  appears  to  have 
been  more  sensitive  to  business  conditions  thtin  the  price  of  cattle. 
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But  togothor  they  v/T.ri*ant  tho  cone ralizat ion  that  constuncrs  pay  more  or 
less  for  food  products  depoiiding  on  the  state  of  tlioir  earnings. 

T:-c  ups  and  dov/ns  in  business  activity  have  created  alto  varia- 
tions in  the  industrial  consinnption  of  farm  products  as  rav/  materials 
and  therefore,  in  the  industrial  demand  for  thorn. 

Cotton,  the  outstandin£;  farm  ji^roduct,  used  as  a  rav/  material  in 
many  industries,  notably  the  -lutomobi lo  industry,  serves  as  an  ad- 
mirable illustration  of  this  typo  of  influence  of  business  in  agri- 
culture,   r/c  have  already  referred  to  the  stimulating  effect  of  low 
cotton  prices  on  the  m.ill  consumption  of  cotton  in  the  United  States. 
If  the  influence  of  price  is  removed  from  the  annual  variations  in 
cotton  consumption,  the  result  is  found  to  bear  a  most  striking  re- 
semblance to  the  variations  in  business  activity  (^^,Uwtcd  for  trend). 
(Sco  Fig.  5,  left  half).     In  1921  the  consummation  of  cotton  would  have 
been  most  drastically  cat  had  the  low  prices  of  the  preceding  year  not 
served  as  an  offsetting  factor.    Similarly  in  1927  the  consumption  of 
cotton  v;ould  have  shov."n  a  falling  off  of  about  5  per  cent,  but  for  the 
stimulating  effect  of  the  lov;  cotton  prices  of  1^26.     On  the  average 
a  change  of  10  per  cent  in  manufacturing  production  has  caused  a  15 
per  cent  variation  in  the  mill  consuription  of  cotton. 

The  effect  of  this  dependence  of  the  farmers  markets  for  cotton 
on  the  indiistrial  situation  m^ay  reflect  itself  in  several  ways.  A  fail- 
iiie,  off  in  buL-inoec  .^ctivity  while  the  crop  is  boin{_  marketed  tends  to 
lower  the  mill  demand  for  cotton.    Ana  -i  u»^iitiiiucition  of  ^  buLinccs 
depression  such  as  wo  have  had  for  the  past  10  months,  accom.panied  by 
a  lo-.v  level  of  cotton  consum.ption,  increases  the  carryover  v;hich  in 
turn  becomes  a  factor  in  the  prices  received  for  the  succeeding  soa- 
son'o  cv^y    S-cii  adverse  influences  are  facing  the  cotton  gro-.-zer  at 
the  present  m.om.ent. 

In  addition  to  the  effects  of  the  business  cycle  on  agriculture 
arising  th''eugh  variations  in  industrial  demand  and  in  the  buying-  power 
of  consumers  there  are  also  effects  on  costs  of  f arr:  production  and 
costs  of  living  on  the  farm.,  arise  from  changes  in  such  items 

as  comm.odity  prices,  city  \.'agc  levels  and  interest  rates  v/hich  fluctu- 
ate v/ith  the  business  cycle.     Insofar  as  these  items  of  costs  are 
passed  on  to  farmers  they  tend  to  reduce  the  fanners  net  income  in 
times  of  prosperity  and  to  increase  it  in  times  of  depression.  The 
behavior  of  country  prices  of  goods  and  services  in  the  post-war  period 
indicates  that  changes  in  the  city  wholei-alo  markets  are  only  partly 
and  tardily  reflected  in  the  country  but  our  factual  information  on 
these  iteriS  is  at  present  r.eager. 

Ho.;cvor,  the  influence  of  business  on  farm  costs  which  \/c  can 
measure  is  the  influence  of  city  employment  on  farm  labor  and  farm, 
wages.    The  supply  of  farmi  labor  in  tiie  p-ist  decade  as  in  former  ones 
has  fluctuated  inversely  \,'ith  industrial  em.plo^Tnent  and  at  the  present 
tiriO,  the  lov/  volume  of  city  employm.cnt  has  so  enlarged  the  supply  of 
labor  that  the  level  of  farm  v/ages  declined  sharply  from  that  of  1929. 
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(SCO  6;.      Altriough  in  ono  sense  this  tends  toward  reducing  costs 

on  fj.rn  production,  it  by  no  r.oaiis  offsets  tho  groa,t  uanuec  done  to 
the  farr.or's  cash  inconG  by  the  rnducod  buying  pov/cr  of  city  consunors, 
v/hich  this  increased  supply  of  Jobless  rcprcsGnts. 

xiiis  novoncnt  of  population  bctv/oon  city  and  farm  has  aiiothcr 
aspect  in  relation  to  agriculture,  it  servos  to  cor.plicatc  the  prob- 
len  of  adjusting  fam  production.     Ixi         ^,-wt  fcv;  ^oars  as  rnai.y  as  one 
r.illion  five  hundred  thousand  people  have  novod  to  the  farrrs  in  one 
year  of  business  depression,  cor.parcd  v;ith  only  one  nillion  in  a  year 

of  prosperity.    T.^lo  j>  r  there  are  prob  ^bly  mny  more  than  a  million 

and  a 'half  people-  driven  to  look  for  farrang  op^.ortunities.   (S;"w  fio*  9)» 

Coi^vcrccly,  the  movement  of  tho  farm  po^'U^ation  to  the  cities  is 
also  accolcratod  in  years  of  reduced  farm,  incomes  and  retarded  in  years 
of  increased  incomes.     In  recent  years  the  movcm.ent  of  farm  population 
to  the  cities  has  been  as  high  as  2,155  m.illion  in  a  year  of  reduced 
inccmic,  and  as  low  as  1,875  million  in  a  year  of  improved  incom.c.  Thus 

iii  r«Cv,i.t  ^wv^rc  tL-ri  s  been  a  constant  flow  of  population  to  and  from. 

tho  farms  and  cities,  the  rate  of  flow  from  each  source  accelerated  or 
retarded  by  yearly  variations  in  farm  and  industrial  coi.ditions. 

IV 

Wh^t  we  have  said  so  far  concerning  the  ways  in  which  variations 
in  agricultural  incom.e,  production  and  prices  affect  different  segments 
of  business  m.ay  help  us  to  understand  the  apparent  relationships  that 
appear  to  have  e::isted  betv/een  agricultural  price  cycles  and  business 

cvclcs  during  the  past  55  years.    V/e  r^f«r  i,o  Zl^^  f.-ct  t.  t  contrar„-  to 

comjnon  observation,  periods  of  relatively  high  agricultur  al  prices  have 
been  followed  by  periods  of  industrial  depression  and  that  periods  of 
relatively  Io-a'  agricultural  prices  havo  boon  follov/ed  by  industrial 
prosperity.     (Scs  i'ig'.  IC]. 

3y  agri(jwlov.<r:..l  ^ricc  c„,clcs  \:q  „ere  m.ean  _^;ricos  of  nia^or  farm, 
products  or  wholesale  m.arkets  compared  with  prices  of  nonag-ri cultural 
products;   in  other  vords,  tho  relative  ^ourchasing  power  of  agricultural 
prices  in  exchange  for  industri-.l  products.     In  the  ^ast  55  ^xars  there 
have  been  alternating  p-  riods  of  such  relatively  high  and  low  n.gricul- 
tural  prices,  those  alm;Ost  periodic  fluctuations  h  ivo  taken  place 
around  an  upward  trend  for  most  of  the  fifty-five  year  period.    In  the 
sonso  used  here,  relatively  high  .agricultural  prices  m.aj'  bo  the  result 
of  hi^'ti  'igricultural  prices  or  low  non-agricultural  prices  or  a  combi- 
ni.tion  of  both,  such  as  occurred  in  1926-1929. 

Busix:<-6o  .-.t^tivitj  ^urin^,  this  s.ir.e  period  h  -.s   ilso  fluctuated 
around  an  uprard  trend  of  growth  when  tho  cyclical  fluctuations  in  tho 
form.cr  are  com.parcd  with  tho  business  cycles  the  first  im.pression  is 
th  :t  prosperous  or  depressed  general  business  conditions  create  relative- 
ly high  or  lov/  :-;g'ricultur -.I  prices  respectively,  for  v/e  find  that  in  a 
general  way,  lov/  agricultural  prices  have  boon  associated  with  low  busincs 
and  high  prices  v/ith  high  business  activity,  the  l  itter  preceding  com.ov;h  it 
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Figure  9  -  In  the  recent  population  shifts,  changes 

IN    FARM    income    are    LARGELY    RESPONSIBLE    FOR    THE  CHANGES 
IN    THE    RATE    OF   MOVEMENT    FROM    FARMS    TO    CITIES,    AND  CHANGES 
IN    INDUSTRIAL    ACTIVITY    ARE    RESPONSIBLE    TO    A    LARGE  EXTENT 
FOR    THE    VARIATIONS    IN    THE    MOVEMENT    FROM    CITIES    TO  FARMS 
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the  comparable  periods  of  agricultural  prices.    But  a  closer  examination  • 
shov;s  that  each  period  of  relatively  high  agricultural  prices  vYas  followed 
by  a  period  of  depressed  business:  activity,  :md  periods  of  lov;  agricul- 
tural prices  v;ere  followed  by  industrial  prosperity,  ,iji.iiy;d.6d  in 
Licre  det.^il,  tuc  followir^  observations  n.i,  be  made: 

1.  Since  lS7b  tuuro  »a.,.vc  beoi.  six  ^criod^  of  rolativoly  lov;  agri- 
cultural prices.    Each  of  theac  oi^Gc-w't  one  hj.3  been  follo\/od  by  a  period 
of  industrial  recovery  and  prosperity. 

2.  Durin-,  the  s-.iii>«  fiftj-five  ^ears  there  have  been  five  periods 
of  rolativoly  high  agricultural  prices,  four  of  which  have  been  followed 
by  periods  of  business  depression;  a  sixth  period,  that  of  1926-1929,  has 
alco  been  followed  by  the  present  business  dej)rossion. 

Tiiia  iliustr  iLiou  i^^  nut  iutoiid^w.  ^.c.       c;.^lanation  of  variations 
in  business  activity.    Bunineas  cyuicb  ayyi^^r  to  bo  related  to  too  many 
complicated  forces  and  the  importance  of  those  forces  is  rubjoct  to  a 
Vv'ide  range  of  disagreement  among  students  of  business  economics.  S^v- 
ZLivriiiOj.\,  f  "wLc  fact  that  some  _;_ositive  relation  alt^o  exists  betv/een  agri- 
cultural price  cycles  and  business  cycles  does  not  .'ustify  stressing 
the  negative  relation  beyond  reason.    V.'o   ire,  nuwoVv-*  ,  inclined  to  the 
belief  that  the  ^'^^adoxical  negative  relation  between  agricultural  pricQ 
cycles    and  business  cycles  is  greater  than  the  i:)Ositivo  influence  of 
business  cycles  on  agricultural  price  cycles. 

How  may  v/o  6i.^i.J.n  these  ;jaradoxical  sequences'?    It  wo  Oivicu^; 

froin  v;]nt  has  already  been  said  thai  cyclical  fluctuations  in  agricul- 
tural prices  are  lar^.ely  tlio  result  of  changes  in  production.     Con;.ec;U :-iit- 
iy,  pvi'xOi*^  of  low  j^rices  (or  large  x-tiVu  wut.i>u.t]     stii.ulaiw  '^ilOuo  activi- 
ties which  are  engaged  in  financing,  transporting,  vvarehousing,  manu- 
facturing, distributing  and  exporting  farm  products.     Ii-du:  tri-il  wiii^/lw^- 
...Gi^t  v-iid  t;.c  ^;urchaEin^  _^:>ower  of  urban  consiimers  consocuently  tend  to 
increase  and  v;hile  food  prices  remain  relatively  low,  the  urban  r:arket 
for  non-agricultural  x-oducts  is  incraaS'.  d.    As  iialuctrial  x-i.-t^K/Vcry 
cor.tinues,  it  tends  to  strengthen  :ig,Ti cultur  al  prices   aid  to  improve 
the  buying  pov/er  of  tho  farming  population. 

In  iy«x'iods  of  r^l^tively  hi^h  a..,ricultural  prices  t^icse  factors 
tend  to  work  in  the  opposite  direction.-.    llfdL.cou  f^l•i><  i/rouwicticn  ..s 
reflected  in  high  prices  tends  to  reduce  tho  physical  volume  of  buL incss 
done  by  all  the  enterprises  v/hich  iiandle  process  and  distribute  farm 
products.    T.i_j,t  in  itself  twiidb  to  .-ificct  ..uvt.ri;cly  the  ^.'Urchasing 
po-.;or  of  oonsunorr  through  reduced  emplo.-.TV.ait .    r'urt]:  jrr.or;. ,   t/ir-  ui^^iAor 
prices  of  food  products  now  diminish  the  ability  of  city  consum.ers  to 
buy  non-agricultural  goods,  and  tho  higher  i.-rices  of  non-agricultural 
raw  materials  affect  adversely  the  profit  margins  of  C'.;rtain  m.anufactur- 
ing  industries.    Lt  tho  c'u":o  tiu'.:  tut    iiiu.uutrit.-ri  ui-^«^i..uiug  on  the  farm, 
m^arket  as  an  outlet  for  their  goods  are  affected  favorably  or  unfavor- 
ably, depending  on  wiiethcr  the  small'  r  farn;  output  has  resulted  in 
larger  or  reduced  firm  income. 
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The  relations  bct\.'CGn  biisirx'Ss  and  igriculturo  -j-re  not  as  readily 
surjnarized  in  a  ic-.;  sentences  ruch  ac  the  foro^jOing  on  the  relations 
bet-.voen  agricultural  and  business.    It  \;ould  lead  us  into  tho  conpli- 
catcd  of foots  of  international  financial  and  business  conditions  on 
domestic  agricultural  prices,  production  and  ,  icome,  a  field  -./hich  v/o 
have  purposely  avoided  in  this  discussion.    It  v/ould  also  lead  us  into 
the  influences  of  int-rrnational  factors  in  our  business  cycles,  another 
subject  about  vh  ich  \7e  kno-./  all  too  little.     Consequoiitly ,  the  only 
generalization  that  v/c  are  Justified  in  making  concerning  the  business 
influences  on  agriculture  is  that  those  influences  e::ist;  that  they  at 
tines  assume  v^ry  real  and  predominant  importance  in  agricultural  v/el- 
faro;  that  they  arc  of  sufficient  magnitude  at  frequent  intervals  to  be 
considered  in  any  agricultural  progr-jn  for  the  United  States.  Agricul- 
tural st?.bility,  it  seems  to  us  can  not  be  accomplished  without  ref ^  renco 
to  business  stability  in  the  United  States  and  to  financial  stability  in 
other  countries. 

For  the  purpose  of  concluding  this  papc  r,  the  qiicstion  may  be 
raised  '.vhethcr  in  view  of  the  continued  decline  in  the  agricultural 
population  in  the  United  States,  agriculture  will  in  tiie  future  continue 
to  play  the  role  it  appears  to  have  played  in  the  past,    bince  19C0 
the  number  of  persons  gainfully  occupied  in  2'ursuits  largely  agricultural 
declined  from  36  per  cent  of  the  total  to  2  7  per  cent  in  1920  and  to 
nearly  20  per  cent  at  the  present  tim.e.    Farm  production  of  foods,  tex- 
tiles and  tob  '.ceo  alone  which  in  1899  supplied  the  raw  r.:aterials  for 
32  per  cent  of  the  total  f  .ctory  v.-age  earners  still  supply  work  material 
for  about  30  p^jr  cent  of  all  factory  wage  earners.    If  in  this  comparison 
we  include  the  lumber  and  loath  r  industries,  it  m-ay  bo  said  that  agri- 
culture still  supplies  the  ra\/  materials  for  industries  that  cmploj''  40 
per  cent  or  more  of  the  total  factory  wage  earners.    Another  fact  indica- 
tive of  the  m.agnitudo  of  agriculture  in  our  industrial  life  is  that 
about  50  per  cent  of  the  money  value  of  all  retail  tracx  in  our  large 
centers  of  population  is  agricultural,  that  is,  food  and  clothing,  and 
a  rise  of  10  per  cent  in  the  price  of  food  and  clothing  may  mean  as  much 
in  curtailed  purchasing  pov/er  for  non-agricultural  goods  as  a  decline  in 
factory  em.plo:'nent  and  pay  rolls  in  an  ordinary  business  depression. 
Furthermore,  it  should  be  recognized  that  agriculture  as  a  market  for 
non-agricultural  goods  nov;  received  only  about  10  per  cent  of  t?io 
national  income.    These  facts  indicate    that  the  ir.portanco  of  agrioui" 
tural! output  tw  industry  is  still  very  large  although  the  importance 
of  the  rural  market  has  .declined;    that  agriculture  promises  to  con- 
tinue as  a  major  source  of  the  nation's  food  supply;  and  in  as  much  as 
agricultural  production  will  continue  to  fluctuate  primarily  in  re- 
sponse to  clim.atic  conditions  and  in  part  to  high  and  low  prices,  general 
business  activity  ■./ill  unaoubtcdly  continue  to  show  corresponding  ch'Uigos 
oven  though  all  other  disturbing  influences  in  our  national  business 
activity  wore  stabilized;  and  finally  until  a  greater  degree  of  business 
stability  is  accomplished  v;e  may  ei.pcct  that  the  farmers'  incomes  will 
continue  to  be  drastically  influenced  by  domestic  a,nd  foreign  business 
conditions  as  well  as  by  domestic  and  foreign  agricultural  production. 


